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G.orse Wh..ler poNd along to 1M your very DAtural question: How could I write an .miN draft this
past sWDlDlr advising that sillUltaQlOU lIOIading-bid auctio.. be co.gnd, and tbln pick hal.. in tbI
tiled comments propoling the 11M of such auctions?

My primary goal in tbI sUllUlar paper WM to add a bit to your 191' paper with FelDr, "Using .AuetiOlJl
to.Jelaa .PCC.·LieellUll..".. J. VoiM'ed·.. papel'•.t!» mrKbrd !!'C'UM which di!CU!!io!'~ of !!te!'!'.!tiv.
auction procecluNI would focus (not juIt for PCS Hee..iDl, but for future FCC DIIds 18 weU), and felt
it appropriate to bring OBI additiODa1 procedUN ~into play. "

Attached is a single paa- of text, cO'Ujning ••rial pulled verbatim from tbI "implelDlmation" and
"conclusion" sectiODI of tM SUJDIDIl' paper. You'l1 oar. that I ItoppId far abort of ldvocatiDllarp-llClle
simultaDloUs UClDdiDl-bid auetiODl. (lDed, the "implemHtldOD" co... ICtually pN..at many of
the arpmIDta .upporti.....SW .... at the MTA level.) hi addition, at the nm. the .ullllmr plper
WM wriUlln I did DOt know that lOa. of tM offeNd licuIeI (for ITAI) would cover strict geographic
subsets of the .rritori. covered by od»r Hee... (for MTAI).

Also atbcMd IN tM final two~ of tM nply COIlUla. wlaich GIorp will be submittiDllater today.
They comtitu. my reply to the draft rep_ which Bany and PrMton..at to 1M. ADd I SuaplCt that they
~ill maD our tiq uDiqu.: No-oDI elIe will suaest startinI with Guam!

Bob Weber

No. of Copies rec'd cJ.-~
UstABCOE
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From the summer paper:

I.........don ..._ ...

3. R8gional sales/national sales: SelliDl all of the areal in a lin.. aeoaraphic region before beginniDl
a DlW auction coveriDl another repon could provide several be.fits: Logistic probt.ma in manapDl
the hidding proceM would be siJ11'lifted. The first such sale would provide a valuabl. lurning
experience. which would in tum facilita. the tine-twUDI of the auction procedures prior to tha sal. of
lice11MS in othar regions. Information revealed to the marUt by the ruultl of th. tirst regional sale
would help bidders to refine their acquisition and biddinI stn in subtequent sal.. (and in theory
would. IX antI. iDCrNM expectlld Nveauu in la.r rounds by lIina the bro.t impIct of the "Winner's
Curse" [see Appendix]). And still. since most economi.. ~ Ie" IlCCNI on a relion-by-region basis.
tha expecWd efftcieDCY of th. allocation of licenses would not be substantially decreased.

Indeed. if the auctions are to be coDductld in regional ...... it would be desirable to begin with a sal.
of liceDIN covering the larpet mmopolitan area first (•.•.• for thI initial sta.. to seU. uaiDi a
simuJtanlous ascending-bid auction. all available chauml-block lice.... in tbllarplt fiv. or six MSA·s).
This would establish a broed competitive context within which firms could develop th.ir subsequent
acquisition stratagies.

c.......

Until a tinal decision is made concemiDi the structure of thI set of PCS liceDill to be offeNd (•.g.• what
regions and bandwidths will be cov.red by individual __>. it is impoIIible to mab sharp
NCODlIIIIodatiODI coocernina the cboiol of auction adlodolOl)'. Our~ in this paper is mmly
to briDl OM pmicular type of lDIdlodolOl)' - the UM of simultlUllOUllIC8IIdiq-bid auetioaa - into the
realm of discussion. As dMails ~ the confipration of lice... to be oft'eNd become clearer. it will be
possibt. to compere al.rnativ. allocation approaches with a sharper focus.

\
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10. AJJI-.-ID O. ...., to ......

Du. to the postpoDlIMm of tbt fUiDI dudlu.. I've bad tba opportuDity to IUd tbroqIa drafts of the
reply cOllUDlots writr-n by Barry Nilebuff aDd .JerelD)' Bulow for .ll AtlIlJtic aDd by PrMton ~AfN
for PacTel (and I've sent a draft of my reply co.... to tMm). Since the common goal is to prOYk»
18 much information 18 poaible to the FCC before the final choice of auction lDIthodology mu.t be
~. it SMa desirable to incIuc» blre a few repu.-to-nplieI; in oar not to abuse the sharing of
repl"s. I've chOMn to seare" all repli..-to-replitl in this appendix. ratlwr than to revi.. my primary
(circul-.d) reply.

n. ......... ~.... of ......130 MBa MTA III•• _ die tint lew cia,.

A very specific proposal concerning the tint four days of .... woulc:l be to otter tbt lice... coverin,
Guam aDd Amlrican Samoa on day 1. followed by t1dI cov.ring Bawlii aDd N.w Yark on day 2.
Puerto Rico and Los Anpltl on day 3. aDd AI.....Qicaao 011 day 4. 'I'M piCe of tbt auetiOl1l (i.•••
the numblr of MTAs for which I....will be soki) coukt be iDcl'lllld on ..w-qu.m day•• IS 30 MHz
liceDMS are offered for the ocher MTAs in dHceDdiDl O!der of population covera•.

This would allow a bit maN timl fot' biddln to hecoma familiar with 1M auction nliM. and to lIIimilatt
information revealed from the ftNt few sales. '1:'M 1.... 011 1M MTA. outside of tbt condpua
48 statas are natural ODM to belin with. since regional hubbiDi is DOt an _u.. (This idea trOll during
discussions with Barry NaJebufF.)

Th. most valuable information1hat can be provic*l to bidclln. in order to enbmce tbI .fftoiency of the
final allocation of licemll by faciJitItiDI the .arly~ ollCqUilitioD1trIteJiN.co....die prieN
and _miti. of winninl bidden for the 30 MHz no.- cowriq diel~ MTA.. NOM of the
propoMd limultaDlOUl-auetkm pIOOIdlll'H can para... chat chill iDformadon will be Ivailable to biddln
before they must commit !veI to tbt subaDt.ioD of ,.idauy-willlliq bide OD all adler .....;
blnce. tbI final fIIUlti of .i a. Iibly to be allCh 1111 .fIIe... (aDd ......foraI. IiDly
to PDlrate low.r auction priou aDd to requi.. more aftlr-auetion adjultmtnt) thin tbt ftDIl multi of
sequ.ntial auetio...

This put sUmDllr. I ciloulMld a piper which d.... aiDNltaNOUI I_dOl-bid auetioua in IOIDI
detail. Ewn at _ tiD (i•••••rc. till aodie of~ NIl 'Uti.. w.. re....), dIt ..._d
use of such auctlODl W. ,..... to the sale of modIIt of1 coverbW..COIIIitti.
of a small number of coatiauOUl .... (with tbe rep. in "'1IdiDI 0.- 8OOCX'di&1I to
population coverage). 1'1» priDm')' reaon for dIt l'IItrictiOil w.. thIt I couldD't "'IIIY way to tWOlv.
probl.ms involvina cooldinltioa of bidI ICrOll repOia. DDIl-iDformadve cloaiq 0ftMn, informatioul
overload. aDd tIM liD. Mt.r NIdiDI the filed COIIUDIDtI propotiDlltr"""" simultaDlout UOIDdi..
bid auctions. I still 8M no solution to theM prob.DII.

Certainly, such larp-lCale silDl1tantoua auetiOlll have MYel' bien held before. ProbleDII (in bid
transmission and pfOClllina. or bid withdrawals. or biddlr excluaioa due to a tlliDa-of-bida fIilure in a
single day. or informatioDll fMdbICk to biddln. or oeMr situatioae ditfteult to amic~ in adva.....)
could lead to a catastrophic collapse in tbt biddinJ proolll after w_b of biddina activity. The FCC
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cannot afford to risk such a collapll, when simple (and much more robust) sequential proceclures ate

available and are likely to yield outcomes at least as efficient as simulta11lOus proceduru could.

Of course. the use of simuJtal1lOWl auctions to selJ pairs of 30 MHz MTA licenses involves Jittle risk.
since no bidder will be parmitt8d to 1» active in mON than OM of the auctions at any imtant.

The proposed use of simultaneous auctions for the sale of ITA licel1l88 within a single MTA also
involves little risk (a sing. "collapee" would cost leu than a day. aDd would affect only a limited marbt.
and could Mia be viewed moN as a "learning experie..." than as an unmitigated diaastllr). This
proposal is, of course. a compromise. intllJKfed to speed the auction praceu after m. 30 MHz license
auctions have brought substantial information into the public domain.

BId wi.......

Any tiD capital conatraha and/or lI.aphic synerpa IN pNMDt, simultanlOUl sa1aI ac1'Olll MTAs
or BTAs will potentially confront bidan with the dHiN to withc.traw bidI. But the lopatical and
strategic problems pNsent in bid withdrawal aN subItaadal. In thI oripw TDS COIIIIDIDtl, it wu
proposed to allow bid withdrawa. only in thI simplM ~bIe seq - wMn combiDatorial biddinI
8Cl'088 spectrum is allowed duri. thI sale of small muDhln of BTA lioemM. However, if withdrawals
are definitely not to be a part of thI finalty-1dopt8d prooedure. tMa it is simple to .Ijmm- combinatorial
bidding across spectrum from rht original TDS propou1, aDd U. simultaDlOUl lK»DdiDI-bid 1UCltio.
(as presented in both the TOS and the Pacific BelllNevlda .U COtDlDlDtl) for smaU groups of BTA
licenses.

"Small" groups is intandld heN to mean no'1'1'lON than 20 or 30 lice... at a tilM. Each sale could
involve either the offering of block-C and block-D IiCHIII, or blocb-l-throuP-G IiceDMI, on about 10
BTAs (say, all the BTAs within a single MTA), or till bloot-C-throup-G lice... on about, BTAt.
(While I have reaolllCi pmviOUIly that lice... on blocb C ... D abould DOt be offeNd ~r lice...
on blocks E through G, that NUODiaa c10eI not pRela siIIIultuIoua offenDp.) A critioal trIdeoff i.
between the dlaire to compllel_ .... of alliiOlUllIXpIdidauIIy, alii till duire to avoid expoem, till
bidders to overwH1miJJI1Y-eollll*X atratlp CODIidIrItic8. 8y focuIiJIIlIlY ODe oft'eriDr on 8TAI in
tbI &aIII8 aNa, it will be fluib. to conduct the Simul.MOM _1Idi..-bicl auetioaa in "real" timI; two
sales per day for approximatilly ~ days (covering a total of rolllhlY 2500 lice...) ..... IDIJIIIMb•.

While the PIer.. (MoAjte) reply in ••ral is qu.it8 co",,"_ry of tbI original TDS COllllMlD, (D

miutmant IDUIt be poi'" out: 11» Plerel dilCUllion of die propoIId dmiDl of till ....nda1 salt
of MTA 1icI... iuccura_ty miDI toptblr MPIfI- upICtI of the TDS propoula for MTA-level and
BTA-level auetiODI.
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